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PAUL E. PATTON
GOVERNOR

DANA B. MAYTON
SECRETARY

REVENUE CABINET

OFFICE OF THE SECRETARY
FRANKFORT, KENTUCKY  40620

AN EQUAL OPPORTUNITY EMPLOYER M/F/D

November 26, 2003

The Honorable Paul E. Patton, Governor
Commonwealth of Kentucky
The State Capitol
Frankfort, Kentucky  40601

Dear Governor Patton:

I am pleased to present the Annual Report of the Revenue Cabinet for the fiscal year ended June 30, 2003.
This report reflects the dedicated work of the many fine professionals who comprise the Revenue workforce.

As Fiscal Year 2002 closed, the Cabinet was gearing up for a Tax Amnesty program. That program was
conducted August 1 through September 30, 2003, and was overwhelmingly successful. The Cabinet collected
over $120 million from more than 23,000 taxpayers.

The 2003 income tax filing season also went well. Over 1.2 million correct and timely filed individual income
tax refunds were processed by June 7, 2002. Electronic filing continued to grow, with over one-half (703,000) of
the timely filed returns filed electronically through a tax practitioner or over the Internet.

As your administration draws to a close, we thank you for your continued support of the Revenue Cabinet
and its employees and for your confidence in our abilities.

Sincerely

Dana Bynum Mayton, Secretary
Kentucky Revenue Cabinet
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(Reprinted from the Governor’s Office for Economic Analysis
 Fourth Quarter Report–Annual Edition

Fiscal Year 2003)

As shown in Table 1, combined tax and nontax receipts
for the General and Road Funds increased by 3.0 percent
over the combined receipts in Fiscal Year 2002. Table 2
compares only tax receipts for the two funds which
increased by 3.5 percent. Table 3 compares combined
nontax receipts, which decreased by 9.1 percent over the
previous year.

Table 1
Total Receipts

(millions of dollars)

Percent
FY02 FY03 Change

General Fund $6,635.9 $6783.5 3.4
Road Fund 1,119.0 1,123.1 0.4
Combined $7,679.2 $7,906.6 3.0

Table 2
Tax  Receipts

(millions of dollars)

Percent
FY02 FY03 Change

General Fund $6,292.0 $6,543.2 4.0
Road Fund 1,052.8 1,059.3 0.6
Combined $7,344.8 $7,602.5 3.5

Table 3
Nontax Receipts

(millions of dollars)

Percent
FY02 FY03 Change

General Fund $268.2 $240.0 -10.4
Road Fund 66.2 63.8 -3.6
Total $334.4 $304.1 -9.1

General Fund

General Fund receipts for Fiscal Year 2003 increased
by 3.4 percent over those reported in Fiscal Year 2002. Total
General Fund receipts of $6,783.5 million compared to
$6,560.2 million collected in Fiscal Year 2002. Receipts for
Fiscal Year 2003 were influenced by a tax amnesty program
that generated significant receipts, and by several “one-
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time” events within particular taxes that provided increases
for this fiscal year that are expected to occur again. In Fiscal
Year 2003, tax amnesty and the other one-time events are
estimated to have boosted General Fund revenues by $192.5
million. If not for these one-time events, growth in General
Fund revenues is estimated to have been only 0.5 percent.

The sales tax growth rate continues to be the most
consistent performer of the large taxes, even though the
growth rate is small compared to the previous decade. The
growth rate for Fiscal Year 2003 was 2.8 percent, and
compared to the growth rate for Fiscal Year 2002 of 2.3
percent. Receipts of $2.4 million compared to prior year
receipts of $2.3 million. Excluding the ‘tax amnesty’
program and other one time collections, sales tax would
likely have been nearly flat for the fiscal year.

The individual income tax posted small positive
growth, after the decline posted in Fiscal Year 2002. The
growth rate for Fiscal Year 2003 was 1.6 percent, compared
to a negative 2.7 percent in Fiscal Year 2002. Receipts totaled
$2.746 million and compared to $2.702 million collected last
year.

Following several years of declining receipts, the
corporation income and license tax posted a significant
increase of 32.5 percent for the year. Receipts of $430.6
million compared to $324.9 million collected in Fiscal Year
2002. While this is a significant increase, it is still below the
corporate income tax collections of two years ago, when
$437.4 million was collected in Fiscal Year 2001. Both tax
amnesty and one-time collections had a positive influence
on corporate tax collections for this fiscal year.

Coal severance tax collections declined by 11.5 percent
for the year. Receipts totaled $141.7 million and compared
to $160.2 million collected during the prior fiscal year. The
decrease in coal severance tax receipts brings collections
back in line with the slowly decreasing pattern of the last
several years. Fiscal Year’s 2002 notable increase was
primarily due to significant fluctuations in energy prices,
which resulted in a significantly increased demand for coal.
However, energy prices have since stabilized, and the
demand for coal has decreased. Collections for Fiscal Year
2003 are nearly identical to coal severance taxes collected
in Fiscal Year 2001.

Total property taxes experiences a small increase of 0.4
percent during this fiscal year. Receipts totaled $434.8
million compared to $433.0 million collected in Fiscal Year
2002. Timing differences with distributions of some
collections had a minor impact on property tax receipts.
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Table 4

General Fund Growth Rates
for the Four Quarters and Full Year, FY03

First Second Third Fourth
Quarter Quarter Quarter Quarter FY03

Total
Receipts 5.0% 5.1% 5.3% -1.0% 3.4%

Sales & Use 9.8 3.0 -1.9 0.2 2.8
Individual

Income -1.8 3.4 10.2 -2.9 1.6
Corporate

Income/
License 28.5 80.2 61.5 12.8 32.5

Coal
Severance -13.9 -10.4 -16.1 -5.4 -11.5

Property 21.4 -3.5 3.7 -4.6 0.4
Lottery 2.6 -18.4 28.2 -2.4 1.2
All Other 7.36 40.7 8.1 -11.2 5.1

Road Fund

Total Road Fund receipts increased by 0.4 percent during
Fiscal Year 2003. Total receipts of $1,123 million compared to
$1,119 million collected in this fund during Fiscal Year 2002.

Motor fuels taxes increased by 2.0 percent on receipts
of $438.6 million, compared to $429.8 million collected
during the previous fiscal year.

Motor vehicle usage tax receipts of $32.9 million
represent a small increase of 0.8 percent over the $429.3
million collected in Fsical Year 2002. This compared to an
increase of 8.2 percent experienced last year.

The weight distance tax posted a small increase for the
year and finished with growth of 2.1 percent. Receipts
totaled $76.9 million for this year and $75.3 million for the
last fiscal year.

Revenue Receipts
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Lottery receipts grew by 1.2 percent from the previous
year. Receipts of $171.0 million compare to the $169.0
million remitted to the state last fiscal year.

The “all other” category finished the year with an
increase of 5.1 percent. Receipts of $494.8 million compare
to $470.6 million collected in Fiscal Year 2002.

The “all other” category decreased by 5.4 percent over
the previous year. Total receipts in this category were $174.8
million, which compared to $184.6 million collected in Fiscal
Year 2002.

Table 5
Road Fund Growth Rates

 for the Four Quarters and Full Year, FY03

First Second Third Fourth
Quarter Quarter Quarter Quarter FY03

Total
Receipts 10.4% -4.3% -3.3% -0.9% 0.4%

Motor Fuels 5.5 5.4 -5.2 2.5 2.0
Motor

Vehicle
Usage 14.8 -10.0 -3.5 3.0 0.8

Weight
Distance 2.8 4.0 0.6 0.9 2.1

All Other 17.1 -17.0 1.9 -14.8 -5.4

EMPOWER Kentucky

The EMPOWER Kentucky revenue enhancement
programs have continued during Fiscal Year 2003.
Collections during the fiscal year are shown in Table 6.
EMPOWER Kentucky is a program that funds, among other
things, specific procedures within the Revenue Cabinet.
These procedures are designed to collect certain revenues
that are owed to the commonwealth but are not voluntarily
paid.

Table 6
EMPOWER Kentucky Collections During FY03

(millions of dollars)

Type Tax Collections During FY03

Individual Income $33.8
Corporation Income 5.6
Sales and Use Tax 18.6
Property Tax 16.2
Other 1.8
Total $76.0



ALCOHOLIC BEVERAGE TAXES

Malt Beverage

Fiscal Percent
Year Receipts Change

2002-03 $42,304,059 4.4
2001-02 40,883,326 5.2
2000-01 38,854,920 1.2
1999-00 38,385,890 4.1
1998-99 36,870,323 2.6
1997-98 35,937,878 3.2
1996-97 34,830,419 1.0
1995-96 34,489,349 2.0
1994-95 33,812,169 3.9
1993-94 32,553,876 4.4

Distilled Spirits

Fiscal Percent
Year Receipts Change

2002-03 $24,854,482 5.9
2001-02 23,477,073 1.7
2000-01 23,077,057 3.3
1999-00 22,349,780 4.3
1998-99 21,432,736 2.2
1997-98 20,979,849 2.1
1996-97 20,548,503 0.3
1995-96 20,493,441 3.0
1994-95 19,897,599 -0.3
1993-94 19,960,515 0.2

Wine

Fiscal Percent
Year Receipts Change

2002-03 $8,698,754 6.3
2001-02 8,183,587 4.3
2000-01 7,846,391 2.3
1999-00 7,672,648 8.8
1998-99 7,049,136 7.6
1997-98 6,551,316 7.6
1996-97 6,085,828 8.5
1995-96 5,610,308 15.7
1994-95 4,847,7261 7.9
1993-94 4,492,841 0.9

1Adjusted for small math error.

GENERAL FUND

GENERAL FUND
TOTAL RECEIPTS

Fiscal Percent
Year Receipts Change

2002-03 $6,783,458,295 3.4
2001-02 6,560,216,551 -1.4
2000-01 6,653,897,653 2.7
1999-00 6,478,385,032 4.5
1998-99 6,198,387,525 3.1
1997-98 6,011,806,561 6.1
1996-97 5,663,553,289 6.1
1995-96 5,336,883,824 3.5
1994-95 5,154,077,980 10.9
1993-94 4,647,078,322 3.0

Other

Property Tax

Coal Tax

Corp. Income

Ind. Income

Sales & Use

General Fund Receipts by Major Sources

Millions of Dollars

5,000

0

3,000

2,000

1,000
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CIGARETTE TAX1

Fiscal Percent
Year Receipts Change

2002-03 $16,367,947 17.4
2001-02 13,943,208 -0.5
2000-01 14,007,582 -1.2
1999-00 14,184,888 -3.3
1998-99 14,673,839 -3.0
1997-98 15,130,443 -5.7
1996-97 16,044,967 2.3
1995-96 15,680,704 3.7
1994-95 15,126,270 5.9
1993-94 14,285,746 2.1

1The cigarette tax is levied at the rate of 3 cents per pack. These totals reflect
the 2.5 cents per pack that are deposited into the General Fund. The
remaining 0.5 cent per pack is dedicated to tobacco research and is deposited
in the Tobacco Research Trust Fund.

COAL SEVERANCE TAX

Fiscal Percent
Year Receipts Change

2002-03 $141,664,981 -11.5
2001-02 160,160,116 13.1
2000-01 141,553,087 -2.5
1999-00 145,139,909 -6.0
1998-99 154,476,772 -5.7
1997-98 163,731,038 0.1
1996-97 163,545,844 -5.3
1995-96 166,101,045 -7.3
1994-95 179,116,944 -0.4
1993-94 179,844,327 -0.2

CORPORATION INCOME TAX

Fiscal Percent
Year Receipts Change

2002-03 $278,035,794 34.1
2001-02 207,353,777 -28.5
2000-01 289,931,017 -5.4
1999-00 306,442,050 -1.8
1998-99 312,066,675 -6.5
1997-98 333,666,393 14.0
1996-97 292,753,126 2.8
1995-96 284,732,573 -16.5
1994-95 340,912,408 26.7
1993-94 269,067,231 5.6

CORPORATION LICENSE TAX

Fiscal Percent
Year Receipts Change

2002-03 $152,595,257 29.9
2001-02 117,500,770 -20.3
2000-01 147,515,402 6.0
1999-00 139,127,819 10.5
1998-99 125,912,523 11.7
1997-98 112,763,161 4.9
1996-97 107,498,746 18.8
1995-96 90,515,3912 -7.1
1994-95 97,449,9501 18.8
1993-94 82,031,3241 -5.8

1Adjusted for small math error
2Corrected for posting error.

INDIVIDUAL INCOME TAX

Fiscal Percent
Year Receipts Change

2002-03 $2,746,386,944 1.6
2001-02 2,702,510,022 -2.7
2000-01 2,778,541,444 2.8
1999-00 2,701,613,908 6.7
1998-99 2,532,005,348 4.7
1997-98 2,418,144,438 9.7
1996-97 2,205,022,964 6.3
1995-96 2,074,572,167 5.6
1994-95 1,964,843,490 13.6
1993-94 1,729,182,293 -0.2

INHERITANCE AND ESTATE TAX

Fiscal Percent
Year Receipts Change

2002-03 $ 95,864,480 15.0
2001-02 $ 83,359,872 -0.1
2000-01 83,461,499 12.0
1999-00 74,489,981 -8.5
1998-99 81,483,083 -22.8
1997-98 105,538,130 10.8
1996-97 95,287,282 17.0
1995-96 81,441,4271 2.4
1994-95 79,511,634 4.4
1993-94 76,135,351 7.3

1Phase-in of Class A beneficiary exemption began July 1, 1995.

Revenue Receipts
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INSURANCE PREMIUMS TAX

Foreign Life Insurance Companies

Fiscal Percent
Year Receipts Change

2002-03 $36,904,902 2.3
2001-02 36,058,437 3.7
2000-01 34,775,487 -3.2
1999-00 35,909,807 8.5
1998-99 33,085,292 -5.8
1997-98 35,116,933 6.1
1996-97 33,086,032 -8.5
1995-96 36,165,049 6.5
1994-95 33,966,941 -10.7
1993-94 38,057,960 11.1

Insurance Companies Other than Life

Fiscal Percent
Year Receipts Change

2002-03 $74,529,362 13.1
2001-02 65,899,201 11.5
2000-01 59,118,323 3.7
1999-00 57,000,964 4.7
1998-99 54,431,503 3.5
1997-98 52,600,230 4.5
1996-97 50,318,931 3.4
1995-96 48,687,419 7.0
1994-95 45,515,163 6.5
1993-94 42,720,970 5.1

LOTTERY RECEIPTS

Fiscal Percent
Year Receipts Change

2002-03 $171,000,000 1.2
2001-02 169,000,000 7.6
2000-01 157,030,000 0.5
1999-00 156,300,000 1.6
1998-99 153,800,000 0.5
1997-98 153,000,000 1.3
1996-97 151,000,000 2.7
1995-96 147,000,000 8.1
1994-95 136,000,000 19.3
1993-94 114,000,000 14.0

MINERALS AND NATURAL GAS TAX

Fiscal Percent
Year Receipts Change

2002-03 $27,294,398 10.7
2001-02 24,656,955 -17.9
2000-01 30,030,552 34.2
1999-00 22,369,419 18.0
1998-99 18,954,883 -6.1
1997-98 20,192,086 0.7
1996-97 20,051,609 15.4
1995-96 17,378,785 17.6
1994-95 14,783,614 -11.6
1993-94 16,718,727 8.1

OIL PRODUCTION TAX

Fiscal Percent
Year Receipts Change

2002-03 $3,116,954 20.3
2001-02 2,590,722 -22.9
2000-01 3,358,036 13.2
1999-00 2,967,395 120.6
1998-99 1,344,942 -37.0
1997-98 2,135,211 -29.9
1996-97 3,044,497 15.1
1995-96 2,644,656 -5.0
1994-95 2,784,562 3.2
1993-94 2,697,560 -38.9

PARI-MUTUEL TAX

Fiscal Percent
Year Receipts Change

2002-03 $5,953,247 14.9
2001-02 5,179,952 -16.2
2000-01 6,182,083 -7.0
1999-00 6,645,098 -7.4
1998-99 7,179,163 48.1
1997-98 4,845,921 -18.0
1996-97 5,911,958 -17.3
1995-96 7,148,951 -1.5
1994-95 7,256,986 18.3
1993-94 6,134,317 -1.8

Revenue Receipts
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SALES AND USE TAX

Fiscal Percent
Year Receipts Change

2002-03 $2,364,182,478 2.8
2001-02 2,299,990,621 2.3
2000-01 2,248,471,100 3.5
1999-00 2,171,397,969 4.1
1998-99 2,085,899,677 5.3
1997-98 1,981,297,580 5.2
1996-97 1,882,681,995 5.5
1995-96 1,783,881,316 6.2
1994-95 1,680,520,815 7.7
1993-94 1,560,085,519 6.7

BANK FRANCHISE TAX1

Fiscal Percent
Year Receipts Change

2002-03 $53,747,906 6.3
2001-02 50,549,168 1.9
2000-01 49,610,220 -6.5
1999-00 53,061,789 12.8
1998-99 47,059,959 34.2
1997-98 35,059,801 -14.2
1996-97 40,878,664 -----

1Kentucky’s bank franchise tax was instituted in July 1996.

PROPERTY TAXES—REAL ESTATE

Fiscal Percent
Year Receipts Change

2002-03 $186,000,177 3.5
2001-02 179,678,050 4.8
2000-01 171,524,695 2.5
1999-00 167,326,472 3.5
1998-99 161,723,137 4.8
1997-98 154,245,453 -9.3
1996-97 170,063,0591 19.2
1995-96 142,728,406 7.2
1994-95 133,200,108 0.8
1993-94 132,125,477 4.6
1Some tangible property tax receipts were erroneously credited to real
property receipts accounts.

PROPERTY TAXES—TANGIBLE

Fiscal Percent
Year Receipts Change

2002-03 $149,426,286 -1.2
2001-02 151,308,795 7.7
2000-01 140,466,295 7.3
1999-00 130,960,896 4.3
1998-99 125,564,658 -0.2
1997-98 125,753,465 0.9
1996-97 124,637,4681 -9.6
1995-96 137,812,773 20.8
1994-95 114,122,717 9.2
1993-94 104,501,822 10.8
1Some tangible property tax receipts were erroneously credited to
real property receipts accounts.

PROPERTY TAXES—INTANGIBLE

Fiscal Percent
Year Receipts Change

2002-03 $25,883,197 12.0
2001-02 23,113,567 2.5
2000-01 22,551,153 -0.8
1999-00 22,721,743 25.5
1998-99 18,103,920 -14.3
1997-98 21,129,3281 -54.7
1996-97 46,631,4371 -29.9
1995-96 66,489,089 -20.4
1994-95 83,479,482 7.9
1993-94 77,393,521 -0.5
1Shares of stock were exempted from property tax.

Individual Income
42%
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Other

Car Registration

Motor Vehicle Usage

Motor Fuels

MOTOR FUELS TAXES

Motor Fuels Normal

Fiscal Percent
Year Receipts Change

2002-03 $438,564,438 2.0
2001-02 429,812,296 5.1
2000-01 408,801,115 -3.6
1999-00 423,876,351 -0.9
1998-99 427,848,100 8.0
1997-98 396,123,781 1.4
1996-97 390,688,336 3.3
1995-96 378,142,941 1.3
1994-95 373,316,977 4.2
1993-94 358,435,307 1.4

Motor Fuels Normal Use and Surtax

Fiscal Percent
Year Receipts Change

2002-03 $14,969,884 6.0
2001-02 14,124,035 -8.8
2000-01 15,492,738 -2.6
1999-00 15,905,613 -5.6
1998-99 16,853,163 -3.6
1997-98 17,473,744 14.1
1996-97 15,316,702 -32.1
1995-96 22,554,473 -2.2
1994-95 23,052,951 7.7
1993-94 21,399,126 3.9

MOTOR VEHICLE OPERATOR’S LICENSE

Fiscal Percent
Year Receipts Change

2002-03 $5,610,829 0.8
2001-02 5,564,009 -0.5
2000-01 5,592,769 -1.7
1999-00 5,689,329 5.3
1998-99 5,400,685 3.0
1997-98 5,241,595 -2.1
1996-97 5,355,648 4.8
1995-96 5,110,387 -1.2
1994-95 5,170,423 -3.5
1993-94 5,358,710 6.7

ROAD FUND
ROAD FUND

TOTAL RECEIPTS
Fiscal Percent
Year Receipts Change

2002-03 $1,123,103,133 0.4
2001-02 1,119,005,317 5.2
2000-01 1,064,181,565 -2.4
1999-00 1,090,777,822 3.2
1998-99 1,056,596,153 4.4
1997-98 1,011,789,675 5.4
1996-97 960,183,780 2.2
1995-96 939,910,490 4.4
1994-95 900,619,387 4.4
1993-94 862,826,425 5.2

Road Fund Receipts by Major Sources

Millions of Dollars

1,000

800

600

400

200

0
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MOTOR VEHICLE REGISTRATIONS

Passenger Car Registration

Fiscal Percent
Year Receipts Change

2002-03 $25,793,836 1.7
2001-02 25,355,086 9.5
2000-01 23,162,962 -1.4
1999-00 23,485,625 0.6
1998-99 23,356,526 -1.1
1997-98 23,604,679 1.4
1996-97 23,276,395 -0.5
1995-96 23,389,132 0.0
1994-95 23,398,303 -0.3
1993-94 23,473,690 1.7

MOTOR VEHICLE USAGE TAX

Fiscal Percent
Year Receipts Change

2002-03 $388,959,153 2.0
2001-02 381,398,176 10.5
2000-01 345,120,799 -4.0
1999-00 359,437,723 8.5
1998-99 331,187,817 1.8
1997-98 325,308,554 6.7
1996-97 304,868,491 2.1
1995-96 298,585,859 5.2
1994-95 283,820,829 2.0
1993-94 278,157,347 19.1

MOTOR VEHICLE RENTAL USAGE TAX

Fiscal Percent
Year Receipts Change

2002-03 $43,877,657 -8.3
2001-02 47,840,871 -7.3
2000-01 51,619,167 3.3
1999-00 49,957,851 12.4
1998-99 44,465,916 7.3
1997-98 41,450,720 13.3
1996-97 36,593,748 25.9
1995-96 29,054,964 26.5
1994-95 22,966,441 34.7
1993-94 17,055,319 40.7

Motor Fuels
40%

Makeup of FY03

Road Fund

Car
Registration

2%

Other
23%

Vehicle Usage
35%
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